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(57) ABSTRACT 

A system and method for managing collateral proffered in 
support of transactions involving ?nancial instruments, 
Wherein the collateral management is conducted in an inte 
grated setting With other systems providing analytical and 
trading capabilities. The system is con?gured to execute a 
method Which includes receiving terms of an agreement 
relating to collateral support for a transaction, storing the 
terms of the agreement as data in an agreement database, 
computing an exposure value representing the risk of ?nan 
cial loss associated With the transaction, comparing the 
computed exposure value With the threshold exposure value 
and initiating a transfer of collateral based on the compari 
son of the computed value With the threshold exposure 
value. 
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SYSTEM AND METHOD FOR FACILITATING 
COLLATERAL MANAGEMENT 

CROSS-REFERENCE TO RELATED 
APPLICATIONS 

[0001] The subject application claims priority of com 
monly owned, co-pending US. Provisional Application 
Serial No. 60/351,679, ?led Jan. 25, 2002, the disclosure of 
Which is herein incorporated by reference in its entirety. 

BACKGROUND OF THE INVENTION 

[0002] 1. Field of the Invention 

[0003] The subject disclosure is directed to a system and 
method for facilitating collateral management, and more 
particularly, to a system and method for managing collateral 
proffered in support of transactions involving ?nancial 
instruments and integrated With other systems having ana 
lytical and trading capabilities. 

[0004] 2. Background of the Related Art 

[0005] In general, collateral can be de?ned as an asset or 
a third-party commitment accepted by the collateral taker to 
secure an obligation of the collateral provider. The collateral 
is generally intended to protect the collateral taker (also 
referred to hereinafter as a “party”) against the default of the 
collateral provider (also referred to hereinafter as a “counter 
party”) in the underlying obligation. Thus, the party Would 
keep the collateral to recoup its loss due to the counter party 
default, provided that the value of the collateral equaled the 
loss. Without “collateraliZing” counter party obligations, the 
party assumes a credit risk by needlessly exposing itself to 
a potential loss if the counter party defaults. Furthermore, 
even if an obligation is collateraliZed, the party still assumes 
a credit risk if the value of the collateral is less than the value 
of the exposure at any time a default occurs. 

[0006] The importance of credit-risk management, and 
hoW collateral management in particular offers protection to 
?rms With credit exposures, is readily apparent thanks in 
large part to the steady stream of high-pro?le credit risk 
catastrophes and losses over the last feW years, such as the 
Savings and Loans crisis in the early 1990’s to the recent 
collapse of Enron. Billions of dollars Were lost as a result of 
each scandal, and the backlash has driven the ?nancial 
community to seek out and practice better credit risk man 
agement. Thus, collateral management has quickly become 
an essential tool for mitigating credit risks. 

[0007] In addition to reducing credit risk, collateraliZing 
also serves to protect investments and free up credit lines, 
thus alloWing parties to expand their business by engaging 
in a greater amount of transactions. The inability to take 
advantage of opportunities can have detrimental ?nancial 
consequences, especially in times of increased market com 
petitiveness. 
[0008] Collateral management as a risk reduction strategy 
is of critical importance When dealing in the derivatives 
market. Derivatives transactions are inherently vulnerable to 
credit-risk losses, as the payment on these trades is often a 
distant time period aWay, and With changing market condi 
tions and credit ratings, the likelihood of default by a counter 
party, or at least the uncertainty of such default occurring, 
only increases. The assets that are usually accepted as 
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collateral in agreements supporting derivatives transactions 
include government securities, traditionally U.S. Treasuries, 
and cash. 

[0009] According to the 2001 Margin Survey conducted 
by the International SWaps and Derivatives Association 
(ISDA), the total amount of collateral in circulation in the 
derivatives markets exceeds $250 billion, representing a 
25% increase over the previous year. In addition, the ISDA 
survey found that the total number of collateral agreements 
in place in the derivatives market for 2001 exceeded 16,000, 
Which is a 45% increase from the previous year. 

[0010] Since the amount of collateral in circulation and the 
number of collateral agreements being tied to transactions 
continues to groW, the need for more sophisticated collateral 
management technology is also increasing. In the past, 
collateral management has been maintained through data 
base type applications. HoWever, these applications typi 
cally lack the ability to determine and assess the theoretical 
risk values in order to monitor and move (i.e., take more or 
pay out) collateral in accordance With the terms of the 
original agreement. Also, in the past, the values Were 
checked and re-calculated on a monthly basis. Due to market 
volatility, and to further limit the risk associated With these 
transactions, the current trend is to perform these calcula 
tions on a daily basis. Clearly, there is a need for a collateral 
management system that overcomes the problems of prior 
art systems. 

[0011] The present invention provides a collateral man 
agement system that is, among other things, integrated With 
analytical and trading systems having databases Which can 
determine the present risk and provide information regard 
ing the present Worth of the collateral. The present system 
provides a structure and incorporates a method Which is 
capable of managing the collateral in accordance With the 
plurality of terms of the agreements that govern the party 
counter party relationships. 

SUMMARY OF THE INVENTION 

[0012] The present invention provides a method of man 
aging collateral in conjunction With an integrated trading 
system and an integrated analytics system. The method 
includes the steps of: receiving terms of an agreement 
relating to collateral support for a transaction involving tWo 
parties and ?nancial instruments; storing the terms of the 
agreement as data in an agreement database; computing an 
exposure value representing the risk of ?nancial loss asso 
ciated With the transaction; comparing the computed expo 
sure value With the threshold exposure value; and initiating 
a transfer of collateral based on the comparison of the 
computed value With the threshold exposure value. The 
terms of the agreement stored in the agreement database 
relate to the collateral held, collateral pledged and one or 
more threshold exposure values for transferring the collat 
eral support for the transaction betWeen the collateral held 
and collateral pledged groups. All collateral held and 
pledged have a determinable present value. 

[0013] The exposure value represents the risk of ?nancial 
loss associated With the transaction and a method in accor 
dance With the present invention may access current ?nan 
cial data using the integrated analytics system. In addition, 
a method according to the present invention may effectuate 
a transfer of collateral through the integrated trading system. 
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[0014] The aforementioned method of the present inven 
tion may further include the step of associating the agree 
ment data With portfolio data relating to a portfolio of 
?nancial instruments. The portfolio data is stored in a 
portfolio database. 

[0015] The aforementioned step of initiating a transfer of 
collateral based on the comparison of the computed value 
With the threshold value may include initiating a transfer of 
collateral equal to the difference betWeen the computed 
exposure value and the threshold value in accordance With 
the present invention. 

[0016] Amethod in accordance With the present invention 
may further entail the steps of initiating a transfer of 
collateral from collateral held to collateral pledged if the 
difference betWeen the computed exposure value and the 
threshold value is positive, or initiating a transfer of collat 
eral from collateral pledged to collateral held if the differ 
ence betWeen the computed exposure value and the thresh 
old value is negative. 

[0017] In accordance With the present invention, the terms 
of the agreement may be entered in a database via a 
graphical user interface. Furthermore, the method of the 
present invention may include the step of communicating 
the result of the comparison of the computed exposure value 
to the threshold value to the parties involved in the agree 
ment. 

[0018] In another embodiment of the present invention, 
the aforementioned method includes the step of storing a 
minimum incremental amount for collateral transfer as a 
term of the agreement in the agreement database. In this 
embodiment, the step of initiating a transfer of collateral 
based on the comparison betWeen the computed exposure 
value and the threshold value may further include initiating 
a transfer of collateral equal to the minimum incremental 
amount if the difference betWeen the computed exposure 
value and threshold value is equal to or greater than the 
minimum incremental amount. 

[0019] The present invention further provides a collateral 
management system integrated With ?nancial instrument 
trading and analytics system components. The collateral 
management system includes: means for receiving terms of 
an agreement relating to collateral support for a transaction 
involving tWo parties and ?nancial instruments; an agree 
ment database for storing the terms of the agreement as 
agreement data; means for computing an exposure value 
representing the risk of ?nancial loss associated With the 
transaction; means for comparing the computed exposure 
value With the threshold exposure value; and means for 
initiating a transfer of collateral based on the comparison of 
the computed exposure value With the threshold exposure 
value. The terms of the agreement may include collateral 
held, collateral pledged, and a threshold exposure value for 
transferring the collateral support betWeen collateral held 
and collateral pledged. 

[0020] A collateral management system constructed in 
accordance With the present invention may also include 
means for communicating the results of the comparison to 
the parties. The means for communicating the results of the 
comparison to the parties can include using the World Wide 
Web. In addition, the means for computing exposure values 
may be a data processor and the means for receiving 
agreement data can include a graphical user interface. 
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[0021] In another embodiment of a system constructed in 
accordance With the present invention, the collateral man 
agement system includes a portfolio database containing 
data relating to portfolios of ?nancial instruments. Thus, the 
agreement data may be associated With the portfolio in the 
portfolio database. 

[0022] In yet another embodiment of the aforementioned 
system, the means for initiating the transfer of collateral 
based on the comparison is through an associated trading 
system. 

[0023] The present invention further provides a machine 
readable media for facilitating collateral management in 
support of transactions involving ?nancial instruments. The 
media includes data segments for storing data relating to 
agreements governing collateral management relating to the 
transactions in an agreements database, a plurality of col 
lateral and threshold values for initiating transfers of collat 
eral from collateral held to collateral pledged. The media 
also includes code segments for performing an analysis of 
the transactions to determine credit risk exposure values 
relating to the transactions, comparing Whether the credit 
risk exposure values are greater than the threshold values; 
and initiating a transfer of collateral based on the compari 
son of the determined credit risk exposure values to the 
threshold values. 

[0024] These and other aspects of the system and method 
of the subject invention Will become more readily apparent 
to those having ordinary skill in the art from the folloWing 
detailed description of the invention taken in conjunction 
With the draWings. 

BRIEF DESCRIPTION OF THE FIGURES 

[0025] So that those having ordinary skill in the art to 
Which the present invention pertains Will more readily 
understand hoW to make and use the method and system of 
the present disclosure, embodiments thereof Will be 
described in detail herein beloW With reference to the 
draWings, Wherein: 

[0026] FIG. 1 is a schematic diagram depicting the core 
functional components of the computer-based collateral 
management system of the present disclosure; 

[0027] FIG. 2 is a How chart depicting the operational 
steps employed by a system and method in accordance With 
the present disclosure; 

[0028] FIG. 3 is a How chart illustrating the iterative 
process steps for initiating a transfer of collateral in accor 
dance With a system and method of the present disclosure; 

[0029] FIG. 4 illustrates an exemplary graphical user 
interface providing a tool for inputting agreement terms 
governing collateral management in support of transactions 
betWeen a party and counter party, Wherein the inputted data 
is stored in a database in accordance With the present 
disclosure; 

[0030] FIG. 5 illustrates an exemplary graphical user 
interface providing a tool for inputting independent amounts 
of assets relating to agreements governing collateral man 
agement in support of transactions betWeen a party and 
counter party, Wherein the inputted data is saved in a 
database in accordance With the present disclosure; 
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[0031] FIG. 6 illustrates an exemplary graphical user 
interface providing a tool primarily for displaying the eli 
gible collateral relating to agreements governing collateral 
management in support of transactions betWeen a party and 
counter party in accordance With the present disclosure; 

[0032] FIG. 7 illustrates an exemplary graphical user 
interface providing a tool for inputting eligible collateral or 
making changes to the eligible collateral shoWn in FIG. 6, 
Wherein the inputted data is stored in a database; 

[0033] FIG. 8 illustrates an exemplary graphical user 
interface providing a tool primarily for displaying the port 
folios of ?nancial instruments assigned to each agreement 
governing collateral management in support of transactions 
betWeen a party and counter party in accordance With the 
present disclosure; 

[0034] FIG. 9 illustrates an exemplary graphical user 
interface providing a tool for inputting portfolio assignments 
or making changes to the portfolio assignments shoWn in 
FIG. 8, Wherein the inputted data is saved in a database; 

[0035] FIG. 10 illustrates exemplary graphical user inter 
faces Which provide tools primarily for displaying and 
customiZing a summary report of collateral management 
information for agreements input into the database in accor 
dance With the present disclosure; 

[0036] FIG. 11 illustrates another exemplary graphical 
user interface primarily for displaying a summary report as 
shoWn in FIG. 10, depicting the processing options provided 
by the graphical user interface; 

[0037] FIG. 12 illustrates an exemplary graphical user 
interface providing a tool primarily for displaying detailed 
and summary reports relating to all exposures, collateral 
pledged and collateral held in accordance With agreements 
input in the database of the present disclosure; 

[0038] FIG. 13 illustrates an exemplary graphical user 
interface providing a tool for customiZing the display of 
information shoWn in FIG. 12; and 

[0039] FIG. 14 illustrates an exemplary graphical user 
interface providing a tool primarily for displaying collateral 
position reports for collateral held and pledged in accor 
dance With agreements input in the database of the present 
disclosure. 

DETAILED DESCRIPTION OF THE 
PREFERRED EMBODIMENTS 

[0040] The subject disclosure is directed to a neW and 
useful tool for managing collateral as default insurance for 
transactions betWeen a party and counter party in the form 
of a computeriZed system preferably integrated With an 
analytical system having an analytical engine con?gured to 
provide intra-day and inter-day real-time relative value 
analyses, credit risk analyses, and value at risk analyses, and 
a trading system con?gured to execute trades and the terms 
of the agreements governing the collateral provided for 
multiple portfolios of diverse ?xed income securities and 
derivatives. For purposes of illustrating the features of the 
present invention, the embodiment discussed herein is 
intended to be operated by a corporate entity, partnership or 
person that engages in a transaction involving collateral With 
a counter party, Which may be another corporate entity, 
partnership or person. 
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[0041] It should be understood that incorporating the 
present disclosure in an integrated system as described 
above is exemplary of the type of setting for Which a system 
and method in accordance With the present disclosure is 
Well-suited. Those skilled in the art Will readily appreciate 
that a system and method con?gured in accordance With the 
present disclosure may be used in conjunction With other 
settings as Well. 

[0042] Those skilled in the art Will also readily appreciate 
that a system in accordance With the present disclosure 
includes the various computer and netWork related softWare 
and hardWare that may be used in a distributed computing 
netWork, that is, programs, operating systems, memory 
storage devices, input/output devices, data processors, serv 
ers With links to data communication systems, Wireless or 
otherWise, such as those Which take the form of a local or 
Wide area netWork, and a plurality of data transceiving 
terminals Within the netWork, such as personal computers. 
Those skilled in the art Will further appreciate that, so long 
as its users are provided With access to a system and method 
constructed in accordance With the present disclosure, the 
type of netWork, softWare or hardWare is not vital to its full 
implementation. 

[0043] Referring noW to the draWings Wherein there is a 
schematic representation illustrated in FIG. 1 of the core 
functional components of a collateral management system 
constructed in accordance With the subject disclosure des 
ignated generally by reference numeral 10. It should be 
understood that system 10 is adapted and con?gured to 
function independently While also interacting With other 
systems such as systems for performing market analysis and 
the trading of ?nancial instruments, including trading plat 
forms capable of actualiZing trades of ?nancial instruments 
via the World Wide Web. In particular, system 10 provides, 
preferably through graphical user interfaces, a collateral 
management system for daily or upon demand evaluations 
of present risk and adjustment of collateral in accordance 
With such evaluations. 

[0044] Preferably, the graphical user interfaces (also 
referred to herein as “screens”) used by system 10 incorpo 
rate user-friendly features and ?t seamlessly With other 
operating system interfaces, that is, in a framed form having 
borders, multiple folders, toolbars With pull-doWn menus, 
embedded links to other screens and various other selectable 
features associated With animated graphical representations 
of depressible buttons. These features can be selected (i.e., 
“clicked on”) by the user via connected mouse, keyboard, 
voice command or other commonly used tool for indicating 
a preference in a computeriZed graphical interface. 

[0045] System 10 includes a data storage device or 
memory 12 and an analytical server 14 having a processor 
16 Which is operatively associated With the memory 12 via 
control program 18 for managing the How of data through 
put. Alternatively, and as shoWn in the embodiment of the 
present invention depicted in FIG. 1, a plurality of analyti 
cal servers 14 and processors 16 may be associated With 
memory 12 and control program 18 to operate system 10. 
Data input and output devices 20, collectively referred to 
herein as a graphical interface, are operatively associated 
With the memory 12 and server 14 for performing functions 
through control program 18, such as receiving and reporting 
data in accordance With the present invention. Program 18 
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contains an instruction set Written in a conventional com 

puting language such as HTML, C++ or Java, for coordi 
nating the interactive relationship betWeen memory 12, 
processors 16, and graphical interface 20. 

[0046] Memory 12 may contain a plurality of cooperative 
relational databases. For example, this embodiment has an 
agreement database 22 for storing a plurality of agreements 
Wherein each agreement relates to the management of col 
lateral assigned to cover the risk created by engaging in the 
transaction With the counter party and a portfolio database 
24 for information relating to the portfolios of ?nancial 
instruments Which may be effected by the transaction With 
the counter party. The portfolio database 24 and/or agree 
ment database 22 may also be integrated With the analytical 
and trading systems. 

[0047] Referring noW to FIG. 2, there is illustrated a 
process How chart 50 depicting the operational steps 
employed in a preferred embodiment of a system and 
method in accordance With the present disclosure, Wherein 
an agreement governing collateral support is input into 
system 10 in association With a transaction involving ?nan 
cial instruments. An example of the type of ?nancial instru 
ments for Which a collateral agreement might be employed 
are over the counter (OTC) derivatives. OTC derivatives are 
?nancial instruments Whose characteristics and value 
depends upon the characteristics and value of an underlying 
instrument or asset (typically a commodity, bond, equity or 
currency), Which is not traded on an exchange, usually due 
to an inability to meet listing requirements. For such secu 
rities, broker/dealers negotiate directly With one another 
over computer netWorks and by phone, and their activities 
are monitored by the National Association of Securities 
Dealers (NASD). 

[0048] Upon receipt by system 10 in step 52 of agreement 
data relating to terms of the agreement governing the credit 
support (i.e., collateral) for a transaction betWeen a party and 
a counter party. In this embodiment, the transaction also 
involves a portfolio stored in the portfolio database 24. The 
agreement may also include, among other things, data 
relating to the collateral held as credit (i.e., available for 
further credit support), collateral pledged (i.e., collateral 
already turned over to cover the exposure) and threshold 
values for initiating a transfer of collateral (also knoWn as a 
collateral margin call) betWeen collateral held and collateral 
pledged. The collateral held or pledged may include, alone 
or in combination, cash, real property, ?nancial instruments. 
The collateral may also include other assets Which change in 
value depending on market conditions, but nonetheless, have 
a determinable value ascertainable through computation or 
analysis of market or time-sensitive factors. In addition, the 
agreement may contain several other terms or provisions 
that modify or otherWise effect the calculations and ultimate 
determination of Whether a collateral transfer should occur. 
For example, the agreement may contain terms relating to 
independent amounts, collateral “haircuts”, various thresh 
olds for minimum or maximum transfer amounts, or round 
ing of calculated amounts, all of Which are discussed in 
further detail beloW. 

[0049] In step 54, the agreement data is stored in database 
22. In step 56, processor 16 calculates an exposure value 
representing the current risk to the party associated With the 
transaction. For example, in the case of a transaction involv 
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ing derivatives, a mark-to-market analysis may be con 
ducted on all open derivatives. In step 58, the present Worth 
of all collateral held and pledged is determined by processor 
16 based on present market conditions in accordance With 
terms of the agreement and any modifying terms therein. In 
step 60, the threshold values speci?ed by the agreement are 
compared to the difference betWeen the calculated exposure 
value and present Worth of the collateral pledged, if any. 
Based on the results of the comparative analysis conducted 
in step 58, and in accordance With the terms of the agree 
ment, system 10 may initiate a transfer of collateral from 
held to pledged, or vice versa, in step 62. Preferably, any 
transfers of collateral are executed in a manner Which 
maintains a status quo such that the net difference betWeen 
the value of collateral pledged and the exposure value is 
substantially Zero. 

[0050] FIG. 3 provides a How chart Which illustrates the 
basic steps of a portion of the analysis conducted by pro 
cessor 16 in steps 58 and 60. In steps 64 and 66, the 
calculated exposure value (“EV”) is compared to the present 
Worth of the collateral pledged (“CI”) to determine the 
greater amount. If the tWo values are equal, then the analysis 
Would determine that no collateral transfer is necessary, as 
shoWn in step 68. 

[0051] If there is a credit support de?cit (i.e., the calcu 
lated exposure value is greater than the present Worth of the 
collateral pledged), then the difference in value betWeen the 
exposure value and collateral pledged is determined in step 
70. For purposes of facilitating the illustration in FIG. 3, the 
difference betWeen the exposure value and collateral 
pledged is represented by “X”, and is also referred to herein 
as “the difference X.” In step 72, the difference X is 
compared With the threshold value for a collateral margin 
call (“MC1”), per the terms of the agreement stored in 
database 22. If the difference X is greater than MC1, then a 
transfer of collateral is initiated from collateral held (“CO”) 
to collateral pledged. As shoWn in step 74, the collateral 
transferred from CO Would have a present value that sub 
stantially corresponds to the difference X, unless the terms 
of the agreement speci?ed otherWise. If the results of the 
comparative analysis in step 72 shoW that the difference X 
is less than MC1 then no collateral transfer is initiated in step 
68. 

[0052] Returning to steps 64 and 66, if there is a credit 
support surplus (i.e., the present Worth of the collateral 
pledged is greater than the calculated exposure value), then 
the difference betWeen the collateral pledged and exposure 
value amount is determined in step 76. For purposes of 
facilitating the illustration in FIG. 3, the difference in value 
betWeen the collateral pledged and calculated exposure 
value is represented by “Z”, and is also referred to herein as 
“the difference Z.” In step 78, the difference Z is compared 
With the threshold value for a counter party collateral margin 
call amount (“MC2”), per the terms of the agreement stored 
in database 22. If the difference Z is greater than MC2, then 
a transfer of collateral is initiated from CI to CO. As shoWn 
in step 80, the collateral transferred from CI Would have a 
present value that substantially corresponds to the difference 
Z, unless the terms of the agreement speci?ed otherWise. If 
the results of the comparative analysis in step 78 shoW that 
the difference Z is less than MC2, then no collateral transfer 
is initiated in step 68. It should be noted that MC1 and MC2 
may in fact be of equal value. The collateral transfer may 
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also include communicating a collateral “call” to the counter 
party notifying of the need to perform a collateral transfer. 

[0053] FIGS. 4-14 illustrate exemplary and preferred 
graphical user interfaces Which may be used in conjunction 
With a method and system constructed in accordance With 
the subject invention. In this embodiment, one party repre 
sents the interest of a portfolio of ?nancial instruments, and 
is referred to as “Portfolio” in some of the graphical user 
interfaces, While the counterparty is also referred to as a 
“Broker” in some of the graphical user interfaces. 

[0054] FIG. 4 illustrates a screen 100 that may be used to 
capture the terms of the agreements governing collateral 
management into database 22 of system 10. Screen 100 
contains ?elds for data entry, each of Which may be used as 
a variable in a search for agreements in database 22. 
Preferably, the ?elds are organiZed and labeled to substan 
tially re?ect and simulate standard agreements commonly 
used in the industry, many of Which are developed and 
updated by the various trade associations such as the ISDA, 
to facilitate entry of all key credit support terms. In this 
embodiment, screen 100 depicts What is knoWn as an ISDA 
agreement in a format comparable to the form set forth in the 
Credit Support Annex of the ISDA master agreement. 

[0055] Data may be entered into screen 100 or chosen 
from menus triggered by the mouse or keyboard strokes. In 
general, the agreement section 102 permits the user to 
identify the agreement by name and type. The agreement 
name can be used to identify the agreement in all further 
screens Which display information related to that agreement. 
The agreement name may also be used to retrieve agreement 
data from database 22. Preferably, system 10 also assigns a 
unique internal identi?cation number for the agreement. The 
format of screen 100 may change depending on the under 
lying transaction and type of agreement selected (e.g., 
ISDA, PSA, FUT, GMRA, etc.), to simulate the standard 
format for that type of agreement. As shoWn, section 102 
also provides ?elds for indicating Whether an independent 
amount can be netted With the total exposure value. In this 
embodiment, the default ansWer for this particular parameter 
is “Yes”. If the independent amount cannot be netted, then 
it is moved separately from the collateral calls such that 
collateral may be received by a party (the “portfolio” in the 
?gures for this embodiment) at the same time that an 
independent amount is delivered to the counter party (the 
“broker” in the ?gures for this embodiment). Non-netted 
independent amounts are also knoW as minimum indepen 
dent amounts and are not subject to the threshold value for 
collateral margin call or minimum transfer amount. 

[0056] The thresholds section 104 provides ?elds for the 
threshold amount Which is the maximum unsecured expo 
sure amount the portfolio and broker involved in the agree 
ment are Willing to accept. When exposure exceeds these 
thresholds, collateral calls may be made. As shoWn in FIG. 
4, a value is entered separately for the portfolio and broker. 
The minimum transfer amount is entered into the corre 
sponding ?elds in section 104 for the portfolio and broker 
and represents the minimum monetary increment for trans 
ferring collateral. Thus, a credit support surplus or de?cit 
must exceed a respective threshold by at least the minimum 
transfer amount for a collateral call to be triggered. Section 
104 also contains portfolio and counter party drop-doWn 
menu ?elds for selecting Whether re-hypothecation rights are 
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alloWed, that is, if either party has the right to re-pledge the 
collateral it receives. The current long-term S&P and/or 
Moody’s ratings may be entered separately for the portfolio 
and broker in corresponding ?elds in section 104. Section 
104 also provides drop-doWn menu ?elds for entering the 
rounding rule to be used in calculations for credit support. 
The manner in Which monetary amounts are to be rounded 
can be speci?ed independently for the delivery and return of 
collateral. In this embodiment, the rounding options are 
none, round to nearest number place (as entered in a ?eld in 
section 104), round up and round doWn. The default values 
for rounding are to round up for delivery and round doWn for 
return to the ten thousandths place, as shoWn in FIG. 4. 

[0057] Section 106 in screen 100 generally includes ?elds 
for selecting the valuation and timing terms of the agree 
ment. The party responsible for calculating the margin call 
and for notifying the other party of any required collateral 
transfers is input into the agent drop-doWn menu ?eld. The 
default is “Secured Party” (i.e., the party in Whose favor 
there is a security interest, Which has been referred to herein 
as the “party”) but other values are available, such as 
“Broker” and “Portfolio.” Section 106 includes a drop-doWn 
menu ?eld for selecting the frequency of valuation calcula 
tions and margin calls (e.g., daily, Weekly, monthly, nth 
business day of the month, etc) With “Daily” being the 
default value. The time by Which a party Would need to 
notify the other of collateral calls is selected in the noti? 
cation deadline ?eld. In this embodiment, a drop-doWn 
menu provides time intervals on the half-hour, as Well as 
time Zones. The selected time Zone is applied to all time 
?elds on the agreement. The default for this ?eld is “1:00 
PM Eastern Time.” 

[0058] Section 108 generally includes ?elds for selecting 
the manner in Which disputes are to be resolved. The time by 
Which a valuation dispute must be resolved may be selected 
from a drop-doWn menu Which provides time intervals on 
the half-hour, With the default value being “1:00 PM Eastern 
Time.” The valuation ?eld indicates the calculation method 
agreed to by both parties to resolve a valuation dispute. In 
this embodiment, three possible alternatives for valuation 
are provided, and each of the alternatives may be selected 
from drop-doWn menus having the folloWing options: “Elec 
tronic Pricing Service”, “Mean Market Maker Closing 
Price”, “Mean Market Maker Bid/Ask”, “Prior Day Elec 
tronic Pricing Service”, “Prior Day Mean Market Maker 
Closing Price”, “Prior Day Market Maker Bid/Ask”, and 
“None”. The default values are “Electronic Pricing Service” 
for the alternative 1 ?eld and “None” for alternatives 2 and 
3, as shoWn in FIG. 4. 

[0059] Section 110 generally includes ?elds for entering 
the agreed upon terms regarding the treatment of interest on 
the collateral. The interest rate used for calculating interest 
on collateral held can be selected from the drop-doWn menu 
in the index ?eld. The menu may include available rates 
from various economy database tables, such as those used 
With the trading and analytical systems integrated With the 
present embodiment of the subject invention. The default 
value is “Federal Funds Overnight Effective Rate (Daily) 
11.15.” In the spread ?eld, the basis points added to or 
subtracted from the interest rate index, if any, are selected. 
The default for this ?eld is 0 basis points. The agreed upon 










